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S T R A T E G I E S  F O R  R E V I T A L I Z I N G  T H E  E X P O R T  C R O P  S U B -
S E C T O R  O F  T H E  N I G E R I A N  A G R I C U L T U R A L  ' E C O N O M Y  
G r a c e  0 .  E v b u o m w a n  
A g ( i c u l t u r a l  S t u d i e s  O f f i c e  
R e s e a r c h  D e p a r t m e n t  
C e n t r a l  B a n l c  o f  N i g e r i a ,  l A g o s  
A B S T R A C T  
I n  t h e  1 9 7 0 s ,  t h e  f o c u s  o f  t h e  e c o n o m y  clu~nged f r o m  e x p o r t  c r o p s  t o  
c r u d e  o i l  e x p o r t  i n  N i g e r i a .  A b o u t  a  d e c a d e  l a t e r ,  o i l  p r i c e s  c o l l a p s e d  
w o r l d w i d e  · .  c m d  N i g e r i a  j e a l i ? . e d  t h a i  i j . s  e c o n o m y  h a d  b e c o m e  a  
m o n o p r . o d u c t  o n e ,  w i t h  t h e  a t t i m d d n t  v u l n e r a b i l i t y  t o  p r i c e  f l u c t u a t i o n  
o n  w o r l d  m a r k e t s .  T h e  c o u n t r y  w a s  a l s o  i m p o r t  & p e n d a n t  f o r  l a r g e  
s e c t o r s  o f  t h e  e c o n o m y .  
G o v e r n m e n t  d e t ! ! i " l f i i n t d  t o  c a r r y  o u t  r e f o r m s  b y  m e a n s  o f  a  
s t r u c t u r a l  { u j j u s t m e r i t  p r o g r a m m e  ( S A P ) .  S A P ' s  a i m  w a s  t o  r e s t r u c t u r e  
a n d  d i v e r s i f Y  · t h e ,  p r ¢ u c t i v e  b a s e  o f .  t h e  e c o n o m y ,  i . e . ,  t O  r e d u c e  
d e p e n t i e n c e  o n  o i l a i u l '  i m p o r t s ,  w h f l e  p r o m o t i n g _  n o n  o i l  e x p o r t s .  T h e  '  
e x p o r t  s u b - s e c t o r  o f  t h e  a g r i c u l t u r a l  s e c t o r  w a s  t O  b e  . r e v i t a l i z e d  T h i s  
h a s  j a i l e d  a n d  i n  t h e  1 9 9 0 s ,  t h e  a g r i c u l t u r a l  s u b - s e c t o r  c o n t r i b u t i o n  t o  
t o t a l  e x p o r t s  w a s  l e s s  _t h a n  4  p e r  c e n t ,  c r u d e  o i l  b e i n g  9 0 -p e r  c e n t .  
·  t h i s  p a p e r  a n a f y s e s  s o m e : '  p e r c e t v e d  c o n s t r a i n t s  t o ·  s u b - s e c t o r  
g r o w t h  a n d  o f f e r s  s o l u t i o n s  t o  t h e m .  A n  e c o n o m e t r i c  a p p r o a c h  
e s t a b l i s h e s  t h e  c a u s a l  r e l a t i o n s h i p  b e t w e e n  S A P  a n d  a g r i c u l t u r a l  e x p o r t  
c r o p  p r o d u c t i o n .  T h e  res~ts o f  t h e  a n a l y s i s  s h o w  t h a t  p o l i c y  m e a s u r e s  ·  
a r e  r e q u i r e d  t O  e n s U r e  a  r e a l i s t i c  e x c h a n g e  raJ~{.'increased c r e d i t  t o  t h e  
s e c t O r .  ·a i u : l ·  r e J u c e d  p r i c e s  f o r  f a r m  i n p u t s . ·"A ' f l ' e n a b l i n g ·  e n v i r o n m e n t  
s h o u l d  b e  c r e a t e d ,  i n c l u d i n g  p o l i t i c a l  s t a b i l i t y  a n d  t h e  p r o v i s i o n  o f  b a s i c  
.  i n f r a s t r u c t u r e s .  J n d e n t t v e s ,  e.g.~ a c c e s s i b l e  c r e d i t  s c h e m e s ,  s h o u l d '  b e  
c o u p l e d  w i t h  t h e  r e m o v a l  o f .d i s i n c e n t t v e s ,  e . g . ,  c u m b e r s o m e  e x p o r t  
p r o c e d u r e s  a n d  e x c e s s t v e  e x p Q r t  l e v i e s .  
1 .  I n t r o d u c t i o n  
~~TWEEN 1 9 6 0 . a n t d  1 9 7 0 ,  n o n - o i l  e x p o r t s ,  m a i n l y  3 8 r i c u l t u r a l  p r o d u c t s  s u c h  a s  
, .  p a l m  o i l ,  p a l m  k e n i e l ;  e < ; > c o a ,  c o t t o n ,  c o f f e e ,  r u b b e r ,  g r o u n d n u t ,  h i d e s  a n d  s k i n s ,  
a n d  t i m b e r ,  doxwnat~6d ~h~eria's t o t a l  e x p o r t s ,  a c c o u n t i n g  o n  a v e r a g e  f o r  o v e r  8 0  
~r c e n t  o f  t o t a l  f o r e i g u  _e x c h a n g e  e a r n i n g s .  T h e  a d v e n t  o f  c r u d e  o i l  a s  p a r t  o f  t h e  
:  ~tion s  e x p o r t s ,  p a r d c t i l a r l y  s i n c e  t h e  e a r l y  1 9 7 0 s ;  . h a s  c h a n g e d  t h e  c o m p o s i t i o n  
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and structure of export trade. Aided by sharp rises in oil prices during the 1970s, 
oil export earnings have risen rapidly, accounting for over 90 per cent of total 
exports from 19J 4 to date. 
The change in structure in Nigeria's export trade turned the country .into an 
almost monoproduct export economy. Near total dependence on oil has rendered 
the Nigerian econOmy vulnerable to fluctuations in the world prices of crude oil 
and its products. The precipitate· ~ecline in oil prices in the early 1980s virtually 
halved Nigeria's export eamings .. For example,. only H7.6 billion export earnings · 
were realized in 1983 compared to H14.1 billion earned in 1980 (table 1). Wide 
swings il) .export reyenue have obViously ·had an adverse effect on the nation's 
economic growth and development, highlighting the need for export 
diversification. · 
A major .objective of the Structural Adjustmen~ Programme (SAP), introduced 
ip. July 1986, was ~· restructure and diversify ~e productive base of the economy 
in order to ·teduce dependence on the oil sector and on imports. Specific measures 
were ai~~d at promoting rion-oil exports. Prominent among these were trade and . 
. exchahge ref()rms and specific export stimulation incentives. However, a close · 
examination of export data since SAP began has revealed that the structure of· 
non-oil exi?Qrts. has not c~ed substantially from what. it was just before SAP. 
Though the value of no~-oil exports has increased and the composition of ~ch. 
experts has diversified (table 2), 8uch exports still constitute l~ss than 4 ~r:cent ' 
of total exports, while oil exports still account for over 90 per cent (table 1). 
· · A ~umber of problemS have been identified· as constraints to the growth of 
non-Qjl ·exports in Nigeria. Most important is the low production of export 
conimodities ·in th,e face of expanding domeStic consumption resulting from a high · 
population growth . rate .. This has ·been attributed mainly to the high cost of 
production, partic~arly since S:AP was initiated (C8N/NISER SAP Study, 1991; 
Ojo et at, 199·3). Other problenl$ identified as coilSttainfug the growth of non-oil 
experts include: inadequate knowledge of'export processes and procedures; export 
disincentives; . declining ' world prices and increased protectionism among 
developed countries; inappropriate ~chnology resulting in poor quality goods; and 
inadequate investment and investible funds. 
The objective of tQ,is paJ)er :.is .to subject some perceived constraints to the 
production of agricultural comm'Odi.ties . for export in Nigeria to empirical 
as investigation, with a view to determining the factors influencing non-oil export 
s, production and suggest h.ow these c;:onstraints can be dealt with. The issue was 
10 examined with the llid of .an econometric model based on the theory of supply.· 
te The paper is ·organized into four sections. Section 1 briefly reviews 
,n agricultural policies prior to and during SAP. Section 2 describes the methodology 
adopted for. the study. The results of the empirical analysis are the subject of 
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Table 2.. Structure oC Noo-oU Exports - Value (H million) 
-
- -
Cammodity 1985 1986 1987 1988 1989 1990 
--
MajeK~ Products 258.8 407.4 1,588.5 2,558.2 2,131.1 2,429.3 
l'auDiaF af Total (") 79.8 73.8 73.8 92.8 . 72.1 76.0 
Mamral:tulas 4 Semi-manufacbftl"s 
N 
-~ 
of A8rimJbn1 Products 65.4 542 61.5 152.1 409.1 396.8 
l'auDiaF of Total (") 20.2 9.8 2.9 55 13.8 12.4 
MiDr:n1 Producls (olbr:l" lban oil) n.a. 1.3 302 122 17.1 14.9 
l'auDiaF of Total <"> n.a. 02 1.4 0.4 0.6 0.5 
Mamr.:lllml ~ n.a. n.a. n.a. 33.4 132 269.0 
Pact:ntage of Total (") n.a. n.a. n.a. 12 0.4 8.4 
Olbl:£~ n.a. 89.2 471.8 n.a. 384.0 84.6 
Pact:ntage of Total <") n.a. 162 21.9 n.a. 13.0 2.6 
Total Nm-ojl Expor1so 3242 552.1 2,152.0 2,756.5 2.954.5 3,194.6 
Growth Rare <"> 70.3 289.8 28.1 7.18 8.1 
SoJUU: Computed from Central Bank of Nigeria, Annual &port and Staton~nt of Accounts (various years) 
I - ::r9-j 
1991 1992 1993 
3,425.0 3,054.9 3,437.3 
132 722 68.4 
6442 498.6 578.8 
13.8 11.8 115 
0.6 68.4 24.9 
0.01 1.6 05 
476.6 5092 3302 
102 12.0 6.6 
130.8 96.7 651.1 
28 2.3 13.0 
4,6112 4,227.8 5,1J.l23 
46.4 -9.6 18.8 
1994 
3,818.8 
71.4 
524.6 
9.8 
116.7 
22 
678.9 
12.7 
210.0 
3.9 
5,349.0 
6.5 
c:;· 
'< 
Av. 
<"> 
1985-94 
75.4 
112 
0.82 
7.4 
95 
---51.1 
~ 
.... 
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2 .  A g r i c u l t u r a l  P o l i c y  F r a m e w o r k  a n d  i t s  I m p a c t  
T h r e e  d i s t i n c t  e r a s  i n  a g r i c u l t u r a l  p o l i c y  h a v e  b e e n  i d e n t i f i e d  i n  N i g e r i a  f r o m  
i n d e p e n d e n c e  t o  d a t e .  T h e  f i r s t  e r a  f r o m  1 9 6 0  t o  1 9 6 9  i s  r e f e r r e d  t o  g e n e r a l l y  a s  
t h e  e r a  o f  la~ezfaire a s  i t  w a s  c h a r a c t e r i z e d  b y  a  m i n i m u m  o f  d i r e c t  g o v e r n m e n t  
i n t e r v e n t i o n  i n  a g r i c u l t u r e :  T h e  p r i v a t e  s e c t o r ,  i . e . ,  t h e  t r a d i t i o n a l  p e a s a n t  a n d  
s i n a l l - s c a l e  f a n n e r s ,  p r o d u c e d  t h e  b u l k  o f  f o o d  a n d  e x p o r t  c r o p s .  G o v e r n m e n t  
s u p p o r t  f o r  a g r i c u l t u r e  d u r i n g ·  t h i s  p e r i o d  w a s  l i m i t e d  t o  r e s e a r c h ,  e x t e n s i o n ,  
m a r k e t i n g  a n d  p r i c i n g  o f  e x p o r t  c r o p s  o n l y ,  w h i l e  t h e  f o o d  c r o p  s u b - s e c t o r  w a s  ·  
n e g l e c t e d .  T h e  a g r i c u l t u r a l  s e c t o r  c a n  b e  s a i d  t o  h a v e  p e r f o r m e d  c r e d i t a b l y  d u r i n g  
t h i s  p e r i o d ;  i t  w a s  a b l e  t o  p r o v i d e  ' t h e  b u l k  o f  t h e  f o r e i g n  e x c h a n g e  e a r n i n g s  o f  
t h e  c o u n t r y ,  w h i l e  f o o d  i m p o r t a t i o n  w a s  m i n i m a l .  
T h e  s e c o n d  e r a ,  f r o m  1 9 7 0  t o  1 9 8 5 ,  w a s  c h a r a c t e r i z e d  b y  maxi~um 
g o v e r n m e n t  i r i t e r v e n t i o n  i n  a g r i c u l t u r ! l l  d e v e l o p m e n t .  M a n y  m a c r o  a n d  m i c r o  
·  p o l i c y  m e a s u r e s  w e r e  U n d e r t a k e n  t o  m o v e  a g r i c u l t u r e  f o r w a r d .  S i g n s  t h a t  t h e  
a g r i c u l t u r a l .  s e c t o r  c o u l d  n o  l o n g e r  p e r f o r m  i t s  p r i m a r y  r o l e s  w e r e  b e g i n n i n g  t o  
e m e r g e .  E m b o l d e n e d  b y  c o n s i d e r a b l y  i n c r e a s e d  r e v e n u e  f r o m  c r u d e  o i l  e x p o r t s ,  
t h e  ·  F e d e r a l  G o v e r . o m e n t  a s s u m e d  g r e a t e r  r e s p o n s i b i l i t i e s  .  f o r  a g r i c u l t u r c l l  
prod~tion, i n p u t  s u p p l y  a r i d  m a r k e t i n g  i n  a d d i t i o n  t o  a d o p t i n g  c r e d i t  c o n t r o l  a r i d  
o t h e r  a l l o c a t i v e  p o l i c i e s  i n  f a v o \ i r  o f  a g r i c u l t u r e .  A l t h o u g h  r e s o u r c e s  w e r e  p u n i P e d  
i n t o  a g r i c u l f u r e . o n  a  m a s s i v e . s c a t e ,  t h e  i m p a c t  o n  a g r i c u l t u r a l  p r o d u c t i o n  w a s  n o t '  
c o m m e n s u r a t , e  w i t h  e f f o i t ,  a s  m e a s u r e d  · b y  t h e  d w i n d l i r i g  e x p o r t  v o l u m e s  a n d  a  
d r a m a t i c  r i s e  m  t h e  f o o d  i m p o r t  b i l l ,  w h i l e  a g r o - : - i n d u s t r i e s  r e l i e d  o n  i m p o r t e d  r a w  
m a t e r i a l s  t h a t  c o \ l } d .  b e  p r o d u c e d  l o c a l l y . ·  ·  
T h e .  c o l l a p s e  o f  t h e  o i l  m a r k e t  i n  t h e  e a r l y  1 9 8 0 s  b r o u g h t  i i l t o  v i v i d  f o c u s  t h e  
f a c t  t h a t .  t h e  a g r i c u l t u r a l  sec~r c o u l d  n o t  m e e t  d o m e s t i c  f o o d  r e q u i r e m e n t s ,  
p r o v i d e .  r a w  m a t e r i a l s  f o r  i n d u s t r y  o r  e a r n  f o r e i g n  e x c h a n g e  ·t h r o u g h  e x p p r t s ;  
c o n f i m i i n g  t h e ·  f a c t  t h 8 t N i g e r i a  s u f f e r e d  f r o m  t h e  ' P u t c h  D i s e a s e '  ~~ 
Reali~ t h i $ ,  t l \ e  F e d e r a l  G o v e r n m e n t ,  i n  ·~ 1 9 8 6  b u d g e t ,  p r o p o s e d  a  
prog~rmme o f  e c o n o n i i c  t e c o v e r y  t o  c o m b a t  t l i e  v a r i o u S  d i s t o r t i o n s  i n  t h e  
e c o n o m y .  B y  t h e  s e c o n d  h a l f  o f  t h a f y e a r ,  t h e  e c o n o m i c  t e c o v e r y  p r o g r c - m m e  w a s  
r e v i s e d  i n t o  a  m o r e  c o m p r e h e n s i v e : S t r u c t u r a l  A d j u s t m e n t  P r o g r a m m e  ( S A P ) .  
T h e  a i m  o f  S A P  w a s  t o  a l t e r .  a n d  r e s t r u c t u r e  t h e  c o n s u m p t i o n  a n d  p r o d u c t i o n  
pat~rn:s · o f  t h e  e c o n o m y  effe'<:~yely t o  e l i m i n a t e  p r i c e  d i s t o r t i o n s ,  h e a v y  
d e p e n d e n c e  o n  o i l  r e v e n u e  a n d  thcdmpo~tion o f  c o n s u m e r  a n d  p r o d u c e r  g o o d s .  
I n  t h e  S A P  p o l i c y  n o  s e c t o r  o f  t h e  e c o n o m y  w a s  l e f t  o u t .  T h e  m a i n  s t r a t e g i e s  o f  
. $A.J> ~included t h .e  a d o p t i 9 , : t  o f .  a  r e a l i S t i c  e x c h a n g e  p o l i c y ,  l i b e r a l i z a t i o n  o f  t h e i ,  
eite~l t r a d e  a n d  pay~ents s y s t e m  a n d  t h e  a d o p t i o n  o f  a p p r o p r i a t e  p r i c i n g {  
p o l i c i e s  i n  a l l  sectors~ Wl t h .  g r e a t e r  r e l i a n c e  o n  m a r k e t  f o r c e s  a n d  a  r e d u c t i o n  i n .  
c o n i p l e . J :  a d m i n i s t r a t i v ,e ·  c o n t r o l s .  T h e  S e c o n d - T i e r  F o r e i g n  E x c h a n g e  M a r k e t  
( S J i i B N J )  w a s  la~ched f u  S e p t e m b e r  1 9 8 6 ,  la~r c h a n g e d  t o  t h e  F o r e i g n  E x c h a n g e  
N E S  1 9 9 6  A n n u a l  C o n f e r e n c e  
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Market (FEM), ·whereby the naira exchange rate was competitively determined, 
except in 1994, when the government pegged the naira exchange rate at N22 to 
one U.S. dollar. The Autonomous Foreign Exchange Market was introduced in 
1995 where the naira exchanged on the average at a rate of N85 to one U.S. 
dollar. However, government transactions were still carried out at the rate of N22 
to one U.S. dollarr.' Interest rates were also freely determined from 1987 to 1990. 
In 1991 and i994 government ·re-introduced regulation to check unreasonably 
high interest rates which were perceived to be stalling increased investment and 
productivity in the real sector. For this same reason, lending rates were pegged 
at 21 per cent in 1995. 
With respect to specific agricultural sector policies, the core of the measures 
under SAP included institutional reforms, an improved pricing policy and specific 
production schemes for local staples. Prominent among the institutional reforms 
were the abolition of the commodity boards and the privatization of many 
agricultural enterprises formerly run by the. public sector. Farmers were able to 
sell their products at both the local and international markets, unlike previously, 
when all export commodities were sold through the commodity boards. This 
marketing deregulation was supported by attractive export incentives such as a 
100 per cent currency retention scheme for repatriated export proceeds to be ;eld 
in foreign currency in the exporter's domiciliary accounts in Nigeria. In addition, 
the government introduced an agricuftural policy in 1988. The policy blueprint 
adequately reflected the new government philosophy of minimum administrative 
control of economic activities and the wide scope for free market forces in the 
economy, a greater role for the private sector and more emphasis on economic 
self-sufficiency and self-reliance in Nigeria. Thus, the agricultural inputs subsidy 
has been substar1tially reduced. The. agricultural sector, though Still classified as 
a preferred sector, no longer enjoys concessionary interest rates; but higher credit 
ceilings have been allocated to the sector. This is .dependent on the compliance 
of both commercial and merchant banks. In addition, initiatives were taken during 
SAP to increase the sector's access to credit through the establishment of 
specialized financial institutions such as the Nigerian Export-Import Bank 
(NEXIM), the People& Bank and the Community Banks. Special schemes and 
funds such as the Small and Medium Scale Enterprises (SME) Loans Scheme and 
the National Economic Reconstruction Fund (NERFUND) were also established, 
all of which accorded priority to agricultural activities. 
The performance of the agricultural sector since the inception of SAP has 
been mixed. Although the· average growth rate of agricultural production has been 
estimated at over 5 per cent per annum since 1988, agricultural export volumes 
':ec;orded an average of 1.5 per cent decline annually during the same period. In 
ili~ same vein, the volume of non-oil exports, which appears to have increased 
itft$ 1996 A.nnual Conference. 
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s u b s t a n t i a l l y  i n '  n a i r a  t e r m s ,  h a v e  a c t u a l l y  b e e n  d e c l i n i n g  i n  d o l l a r  t e r m s  f r o m  a  
p e a k  o f  U S  $ 4 6 8 . 8  m i l l i o n  i n  1 9 8 7 ,  t h e  f i r s t  f u l l  y e a r  o f  S A P ,  t o  U~ $ 1 5 8 3  
m i l l i o n  i n  1 9 9 3 .  T h e  s u b s t a n t i a l  i n c r e a s e  i n  t h e  v a l u e  o f  e x p o r t s  h a s  b e e n  t r a c e d  
m a i n l y  t o  t h e  d e p r e c i a t i o n  o f  t h e  n a i r a  e x c h a n g e  r a t e .  E x c h a n g e  r a t e  d e p r e c i a t i o n  
h a s  a l s o  c a u s e d  t h e  p r i c e s  o f  i m p o r t e d  i n p u t s  s u c h  a s  f e r t i l i z e r s ,  c h e m i c a l s  a n d  
m a c h i n e r y  t o  r i s e  s h a r p l y ,  r e d u c i n g  t h e i r  a v a i l a b i l i t y ,  w i t h  a d v e r s e  i m p l i c a t i o n s  
f o r  o u t p u t  e x p a n S i o n .  L a r g e - s c a l e  m o d e r n  f a r m s ,  d e p e n p i n g  o n  i m p o r t e d  i n p u t s  
f o r  p r o d u c t i o n ,  c o n t r a c t e d ;  a n d  o u t p u t  e x p a n s i o n  s i n c e  S A P  c a n  b e  a t t r i b u t e d  t o  
h e c t a r a g e  i n c r e a s e s  b y ·  n e w  e n t r a n t s  u n d e r  t h e  s e l f - e m p l o y m e n t  s c h e m e s  
o c c a s i o n e d  b y  t h e  c o n t r a c t i o n  o f  t h e  p u b l i c  s e c t o r .  A s  a g r i c u l t u r e  i s  a  r e s i d u a l  
s e c t o r ,  t h i s  c o n t r a c t i o n  d o e s  n o t  a u g u r  w e l l  f o r  s u s t a i n a b l e  d e v e l o p m e n t .  
3 .  T h e o r e t i c a l  a n d  E m p i r i c a l  A n a l y s i s  
T a k i n g  z  c u e  f r o m  t h e  e x p o r t - l e d  g r o w t h '  c o n c e p t  o f  t h e  t h e o r y  o f  e x t e r n a l  t t a d e  
a n d  d e v e l o p m e n t ,  e x p o r t  e x p a i l S i o n  c a n  l e a d  t o  g r o w t h  b y  s t i m u l a t i n g  t e c l m i c a l  
c h a n g e  a n d  i n v e s t m e n t ,  o r  b y  s p i l l i n g  d e m a n d  o v e r  i n t o  o t h e r  s e c t o r s .  E x p a n s i o n  
o f  p r i m a r y  p r o d u c t s  ~xports J e d  t o  g r o w t h  i n  m a n y  d e v e l o p e d  e c o n o m i e s  t o d a y .  
C o u n t r i e s  s u c h  a s  C a n a d a ,  A u s t r a l i a ,  N e w  Z e a l a n d ,  S w e d e n  a n d  D e n m a r k  a r e  
t y p i c a l  e x a m p l e s  o f  i n d u s t r i a l i z e d  c o u n t r i e s  w h i c h  w e r e  m a i n l y  p r i m a r y  p r o d u c t  
e x p o r t e r s  d u r i n g  t h e  1 9 t h  c e n t u r y .  H o w e v e r ,  t h e  s u c c e s s  o f  e x p o r t - l e d  g r
0
w t h  
d e p e n d s  c r i t i c a l l y  o n  t h e  e x i s t e n c e  o f  f a v .o u r a b l e  f o r e i g n  d e m a n d  a n d  a  r e l i a b l e  
d o m e s t i c  s u p p l y  { I y o h a ,  1 9 9 5 ) .  
A t  t h e  N a t i o n a l  C o n f e r e n c e  o n  C o c o a  T r a d e  i n  N i g e r i a  h e l d  i n  O c t o b e r  1 9 8 6  
a t  A k u r e  t h e  m o s t  i m p o r t a n t  p r o b l e m s  t h a t  w e r e  i d e n t i f i e d  a s  c a u s i n g  t h e  
d o w n t u r n  i n  c o c o a  p r o d u c t i o n  w e r e  l o w  p r o d u c e r  p r i c e s  f o r  c o c o a  a n d  p r o h i b i t i v e  
p r i c e s  o f  c h e m i c a l s .  A t  a  s i m i l a r  c o n f e r e n c e  o r g a n i z e d  i n  1 9 8 7  f o r  R u b b e r  a n d  
W o o d  P r o d u c t s  a t  B e n i n  C i t y  f r o m  1 6 - 1 7  F e b r u a r y ,  u n f a v o u r a b l e  p r o d u c e  p r i c i n g  
a n d  m a r k e t i n g ;  a n d  n o n  a v a i l a b i l i t y  o f  i n v e s t m e n t  f i n a n c e  w e r e  a m o n g  t h e  m a j o r  
p r o b l e m s  i d e n t i f i e d  a s  m i l i t a t i n g  a g a i n s t  n a t u r a l  r u b b e r  p r o d u c t i o n  i n  N i g e r i a .  A s  
r e g a r d s  w o o d  p r o d u c t i o n ,  l o w  p r o d u c t i v i t y  d u e  t o  t h e  u n a v a i l a b i l i t y  o f  v i a b l e  
s e e d s ,  a s  w e l l  a s  t h e  g r a d u a l  s h r i n k a g e  i n  a r e a s  a l l o c a t e d  t o  f o r e s t  l a n d  i n  t h e  f a c e  
o f  a g r i c u l t u r a l  a n d  i n d u s t r i a l  e x p a n s i o n  w e r e  a m o n g  t h e  p r o b l e m s  h i g h l i g h t e d .  O j o  
(19~4), i n  h i s  a n a l y s i s  o f  t h e  m a n y  p r o b l e r h s  c o n s t r a i n i n g  t h e  d e v e l o p m e n t  a n d  
g r o w t h  o f  n o n - o i l  e x p o r t s  i n  N i g e r i a ,  s t a r t e . d . w i t h  t h e  l o w  l e v e l  o f  p r o d u c t i o n .  H e  
a t t r i b u t e d  t h e  l o w  l e v e l  o f  p r o d u c t i o n  i n  b o t h  t h e  a 1 : ; d c • t l t u r a l  a n d  i n d u s t r i a l  
s e c t o r s  t o  h i g h  c o s t s  o f  p r o d u c t i o n  w h i c h  l i m i t  t h e _  c a p a c i t y  o f  p r o d u c e r s  t o  
p r o c u r e  n e e d e d  i n p u t s .  H e  a l s o  a t t r i b u t e d  t h e  h i g h  c o s t  o f  p r o d u c t i o n  t o  h i g h  
i n t e r e s t  a n d  e x c h a n g e  l ' d t e s ,  a s  w e l l  a s  t h e  p o o r  s t a t e  o f  b a s i c  i n f r a s t r u c t u r e s .  
A c c o r d i n g  t o  h i m ,  o n e  o f  t h e  i m p l i c a t i o n - ;  o f  a  l o w  l e v e l  o f  p r o d u c t i o n  i s  t h a t  
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there is hardly any exportable surplus, as domestic output is not enough to satisfy 
local consumption -in line with the theoretical point of departUre of this paper. 
Finally, the results of an empirical study carried out by Obadan in 1993 to 
ascertain the impact of SAP on Nigeria's natural rubber export supply showed that 
the real exchange rate is a significant determinant of rubber export supply. He 
also documented results which indicated that increased domestic consumption of 
11atural T4bber ·negatively affected export supply; but increase in total output 
resulted in a more than proportionate increase in export supply. He, therefore, 
solicited for measures to boost the total supply of rubber, such as the replanting 
and maintenance of plantations and .a better supply of credit, planting materials 
and inputs, among · others. 
3.1 Empirical analysis 
This paper was an econometric . approach to establish the causal relationship 
bet~een SAP and agricultural export crop production empirically, in a bid to 
establish the way forward in managing Nigeria's economy. Agricultural products 
such as cocoa beans, palm prOduce and rubber, and maufactured and semi-
manufactured agricultural products sucp as cocoa products, processed skins and 
textiles, constituted on average about 85 per cent of non-oil export revenue 
between 1987 and 1994 (during SAP) (table 2). 
f-~ The key issue empirically investigated concerns the effects of SAP on the 
supply of agricultural export commodities. It has been established that increased 
production will result in increased export supply (e.g., Obadan, 1993). SAP 
sought to stimulate increased export crop production through exchange rate re-
alignment. The expectation, therefore, was that the exchange rate variable should 
show a positive and significant relationship with production during SAP. Effects 
on export crop production of other variables which this study sought t~ ascertain 
are rainfall, as agriculture is mainly rain-fed in Nigeria, intt> rcst rates and volume 
of credit for ·the agricultural sector; prices of inputs as captured by the price of 
fertilizer and finally the world price of agricultural export ~ommodities (in naira). 
The coefficients of rainfall, volume of credit and world price of agriculture export 
commodities are expected to carrypositi ve sign.c;;, while the agricultural interest 
rate and .price of fertilizer variables are expected to have negative signs. 
3.2 The model 
The relationships were specified as follows: 
Q = j(RNF, WPI, FP, TC) 
Q = j(RNF, WPI, FP, TC SAP) 
Q = f(RNF, EXR, FP, TC) 
Q = j(RNF, EXR, FP, TC, SAP) 
NES 1996 Annual Conference 
(1) 
(2) 
(3) 
(4) 
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Q  =  f ( R N F ,  W P I ,  / N T ,  F P )  ( 5 )  
Q  =  f ( R N F ,  W P J ,  / N T ,  F P ,  S A P )  ( 6 )  
I  
w h e r e :  
Q  
R N F  
W P I  
F P  
T C  
S A P  
E X R  
! N T  
c a s h  c r o p s  p r o d u c t i o n  i n d e x  ( 1 9 8 4  =  1 0 0 )  
a v e r a g e  r a i n f a l l  p e r  a n n u m  ( i n  m i l l i m e t r e s )  
i n d e x  o f  a v e r a g e  w o r l d  p r i c e s  ( a l l  c o m m o d i t i e s )  ( 1 9 8 5  = 1 0 0 )  
=  f e r t i l i z e r  p r i c e  ( n a i r a  p e r  t o n n e )  
t o t a l  c r e d i t  t o  t h e  a g r i c u l t u r a l  s e c t o r  ( N  m )  
d u m m y  v a r i a b l e  f o r  t h e  e f f e c t  o f  S A P  p o l i c i e s ,  e . g . ,  a b o l i t i o n  o f  
t h e  c o m m o d i t y  b o a r d s  ( a  v a l u e  o f  1  f o r  S A P  y e a r s  a n d  0  
o t h e r w i s e )  
n o m i n a l  e x c h a n g e  r a t e  ( N  p e r  $ )  
a g r i c u l t u r a l  l e n d i n g  r a t e  ( % )  
E q t i a t i o n s  ( 1 )  t o  ( 6 )  a b o v e  w e r e  e s t i m a t e d  w i t h  l l l m u a 1  d a t a  f o r  t h e  p e r i o d  
1 9 7 0  t o  1 9 9 4 ,  u s i n g  t h e  u n w e i g h t e d  l e a s t  s q u a r e  l i n e a i
1
r e g r e s s i o n  t e c h n i q u e .  
F u r t h e r m o r e ,  e q u a t i o n s  ( 1 )  a n d  ( 3 )  w e r e  a l s o  e s t i m a t e d  f o r  t h e  p e r i o d  1 9 7 0  
t o  1 9 8 6 ,  s o  a s  t o  o b t a i n  c l e a r l y  t h e  e f f e c t  o f  S A P  p o l i c i e s  o n  e x p o r t  c r o p  
p r o d u c t i o n .  I f  t h e  p a r a m e t e r  e s t i m a t e s  a r e  s i g n i f i c a n t  a n d  c a r r y  t h e  e x p e c t e d  s i g n s ,  
t h e n  t h e  r e l e v a n t  i n f e r e n c e s  c a n  b e  d r a w n .  
4 .  R e s u l t s  o f  t h e  R e g r e s s i o n  A n a l y s i s  
T a b l e  3  c o n t a i n s  t h e  l i n e a r  r e g r e s s i o n  e q u a t i o n s .  T h e  R
2  
v a l u e s  w h i c h  m e a s u r e  
t h e  o v e r a l l  g o o d n e s s - o f - f i t  o f  t h e  e q u a t i o n s  a r e  s a t i s f a c t o r y .  A l l  t h e  v a l u e s  r a n g e  
b e t w e e n  0 . 6 4 3  a n d  0 . 8 7 2 .  T h e  r e s u l t s  s h o w  t h a t  t h e  e x p l a n a t o r y  v a r i a b l e s  i n  e a c h  
e q u a t i o n  e x p l a i n  s i g n i f i c a n t  p r o p o r t i o n s  o f  t h e  v a r i a t i o n s  i n  t h e  d e p e n d e n t  
v a r i a b l e ,  Q .  T h e  o v e r a l l  r e g r e s s i o n  e q u a t i o n s  a r e  s i g n i f i c a n t ,  a s  i n d i c a t e d  b y  t h e  
F - s t a t i s t i c s .  H o w e v e r ,  t h e  D u r b i n - W a t s o n  ( D . W . )  t e s t s  f o r  s e r i a l  c o r r e l a t i o n  a p p e a r  
t o  b e  i n e o n c l u s i v e  i n  s o m e  o f  t h e  e q u a t i o n s ,  i n d i c a t i n g  s o m e  d e g r e e  o f  a u t o -
c o r r e l a t i o n .  
T h e  p e r f o r m a n c e  o f  i n d i v i d u a l  v a r i a b l e s  i n  t e r m s  o f  e x p e e t e d  s i g n s  a n d  
s t a t i s t i c a l  s i g n i f i c a n c e  w a s  q u i t e  s a t i s f a c t o r y  a s  t h e y  c o n f o r m e d  w i t h  a  p r i o r i  
e x p e c t a t i o n s .  F o r  e x a m p l e ,  t h e  v a r i a b l e  r e p r e s e n t i n g  r e l a t i v e  h i g h  c o s t  o f  i n p u t ,  
r e p r e s e n t e d  b y  t h e  h i g h  p r i c e  o f  f e r t i l i z e r ,  h a s  t h e  e x p e c t e d  n e g a t i v e  s i g n ;  a n d  t h e  
c o e f f i c i e n t s ,  w h i c h  h a d  t - s t a t i s t i c s  o f  - 2 . 0 4  a n d  - 3 . 4 0  w e r e  s i g n i f i c a n t  a t  t h e  9 5  
p e r  c e n t  a n d  9 9  p e r  c e n t  c o n f i d e n c e  l e v e l  f o r  p r e  a n d  p o s t  S A P  i n i t i a t i o n  p e r i o d s  
r e s p e c t i v e l y .  T h i s  m e a n s  t h a t  a n  i n c r e a s e  i n  t h e  p r i c e  o f  f e r t i l i z e r  d e c r e a s e s  e x p o r t  
c r o p  o u t p u t .  T h e  e x c h a n g e  r a t e  ( E X R )  v a r i a b l e  c a r r i e d  t h e  e x p e c t e d  n e g a t i v e  s i g n  
p r i o r  t o  S A P ,  a s  i n d i c a t e d  i n  e q u a t i o n  ( 8 ) ;  a n d  a  p o s i t i v e  s i g n  f o r  t h e  p e r i o d  
i n c l u d i n g  S A P  a n d  w a s  h i g h l y  s i g n i f i c a n t  a s  w e l l .  
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Table 3. Parameter Estimates of the Filctors Affecting Export Crop Production 
Independent Variables 
Equation Depend- Constant RNF WPI EXR INT FP 
Nos ent 
Variable 
J 
1. Q 62.681 0.021 0.083 -0.024 
(3.19} (1.48} (3.12} (-1.27) 
2. Q 65.88? 0.019 o.o62 -0.017 
(3.15) (1.29) (1.32} (-0.72} 
3. Q 68.134 0.011 3.666 -0.~ 
(3.61) (1.30) (3.46) (-3.40) 
4. Q 71.120 0.017 2.1-40 0.039 
(3.67) (1.17) (1.93) (-1.46) 
5. Q 59.8$7 0.020 O:<ln 0.189 -0.004 
(3.06) (1;42) (1.19} - (0.96) (-0.27) 
6. Q 63~410 0.011 0.026 o:942 -e.oos 
(3.08) (1 .22} {0.42} (UlO} (0.~1) 
7. 2 41.391 0.132 0.168 -0.176 
(1~ (1.42} (1.47} (·iA9} 
8. Q 5.516 0.070 ·11.66:.t -0.258 
(0.15) (2.31; (-1.32) (-2.04) 
-~ 
N~M: t-statistics are in bmdcds be!ow tbe tearession coefficienta. 
0 ~ -.._,-~ 
TC SAP R-2 D.W. F 
0.006 0.858 0.898 30.15 
(0.39} 
0.006 8.673 0.860 o:879 23.32 
(0.38) (6~S4) 
0.001 0.868 1.086 32.79 
(3.01) 
0.006 9.951 0.872 0.9S6 25.93 
(1.60) (0.82) 
0.863 0.871 31.49 
10.048 0.866 0.835 24.52 
(0.643} 
0.22 0.65~ 1.632 5.6S6 
(1.75) 
0.04~ 0.643 2.062 5.401 
(3.1($) 
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T h i s  c o n f i r m s  t h e  f a c t  t h a t  t h e  o v e r v a l u a t i o n  o f  t h e  n a i r a  c o u l d  h a v e  r e t a r d e d  
.  t h e  productio~ o f  e x p o r t  c r o p s .  A l s o ,  t h e  d u m m y  v a r i a b l e  S A P ,  r e p r e s e n t i n g  t h e  
S t r u c t u r a l  A d j u s t m e n t  P r o g r a m m e ' s  e f f e c t  o n  e x p o r t  c r o p  p r o d u c t i o n  t h r o u g h  t h e  
a b o l i t i o n  o f  t h e  C o m m o d i t y  B o a r d s  h a s  a  p o s i t i v e  s i g n  i n  a l l  t h e  e q u a t i o n s ,  
t h o u g h  i t  i s  o o t  v e r y  s i g n i f i c a n t ,  w h i c h  m e a n s  t h a t  t h e  f r e e  m a r k e t i n g  p o l i c y  o f  
S A P  h a s  a  p o o i t i v e  i n f l u e n c e  o n  t h e  p r o d u c t i o n  o f  e x p o r t  c r o p s .  T h e  v o l u m e  o f  
c r e d i t  v a r i a b l e ,  T C ,  a l s o  c a r r i e d  t h e  e x p e c t e d  s i g n  a n d  w a s  h i g h l y  s i g n i f i c a n t  i n  
t h e  e q u a t i o n s  w h i c h  r e p r e s e n t  a f t e r  S A P  a n d  p r e - S A P  p e r i o d s .  T h e  w o r l d  p r i c e  
v a r i a b l e  W P I  a n d  t h e  r a i n f a l l  v a r i a b l e  R N F b o t h  c a r r i e d  t h e  e x p e c t e d  p o s i t i v e  s i g n  
a n d  w e r e  s i g n i f i c a n t  a t  t h e  9 9  p e r  c e n t  a n d  9 5  p e r  c e n t  c o n f i d e n c e  l e v e l s  
r e s p e c t i v e l y .  T h e  r e s u l t s  o f  t h e  e q u a t i o n s  a s  f i t t e d  w i t h  t h e  i n t e r e s t  r a t e  v a r i a b l e  
w e r e  n o t  a s  g o o d  a s  t h o s e  e s t i m a t e d  w i t h  t h e  t o t a l  c r e d i t  v a r i a b l e ,  s i n c e  t h e  
.  c o e f f i c i e n t s  o f  / N T  d i d  n o t  c a r r y  t h e  e x p e c t e d  n e g a t i v e  s i g n  a n d  w e r e  n o t  
s i g n i f i c a n t .  T h i s  i m p l i e s  t h a t  t h e  v o l u m e  o f  c r e d i r  i s  a  .b e t t e r  d e t e r m i n a n t  o f  e x p o r t  
c r o p  p r o d u c t i o n  t h a n  i n t e r e s t  r a t e s .  
I n  e f f e c t ,  t h e  e m p i r i c a l  r e s u l t s  a r e  v e r y  s u p p o r t i v e .  o f  t h e  h y p o t h e s i s  t h a t  
r a i n f a l l ,  w o r l d  pric~. excha~ge · r a t e ,  c o s t  o f  i n p u t S ,  f e r t i l i z e r  p r i c e ,  v o l u m e  o f  
c r e d i t ,  a n d  f r e e  m a r k e t i n g  a n d  p r i c i n g  a r r a n g e m e n t s  a r e  a l l ·  i m p o r t a n t  d e t e r m i n a n t s  
o f  e x p o r t  c r o p  p r O d u c t i o n .  
S .  S u m m a r y  a n d  C o n c l u s i o n  .  
T h e  p a p e r  s e t  o u t  t o  i n v e s t i g a t e  e m p i r i c a l l y  t h e  m a j o r  d e t e r m i n a n t s  o f  i n c r e a s e d  
a g r i c u l t u r a l  e x p o r t  c r o p  p r o d u c t i o n  i n  N i g e r i a .  T h e  m a i n  f a c t b r s  i d e n t i f i e d  i n  t h e  
l i t e r a t u r e  a s  t h o s e  a f f e c t i n g  e x p o r t  c r o p  p r O d u c t i o n ,  n a m e l y :  t h e  e x c h a n g e  r a t e ,  
p o o r .  p r i c e s ,  h i g h  i n t e r e s t  r a t e s ,  h i g h  c o s t  o f  i n p u t s ,  i n s u f f i c i e n t  c r e d i t  a n d  p o o r  
m a r k e t i n g  w e r e  m a d e  t h e  e x p l a n a t < ; > r y  v a r i a b l e s .  
T h e r e g r e s 9 o n r e s u l t s  s h o w  t h a t  t h e  e x c h a n g e  r a t e  i s  a  s i g n i f i c a n t  d e t e r m i n a n t  
o f  e x p o r t  c r < ; > p  s u p p l y  a n d  a l s o  c o n f i r m  t h a t  b e f o r e  S A P  t h e  e x c h a n g e  r a t e  
i m p a c t e d  n e g a t i v e l y  o n  o u t p u t  b u t  i m p a c t e d  p o s i t i v e l y  d u r i n g  S A P .  T h i s  i s  i n  
c o n s o n a n c e  w i t h  t h e  o b j e c t i v e s  o f  S A P .  
A n y  i n c r e a s e  i n  t h e  p r i c e  o f  f e r t i l i z e r ,  a  m a j o r  c r o p  p r o d u c t i o n  i n p u t ,  
n e g a t i v e l y  a f f e c t s  e x p o r t  c r o p  p r o d u c t i o n . ·  T h i s  h a s  i m p l i c a t i o n s  f o r  t h e  c o n t i n u e d  
r e d u c t i o n .  o f  s u b s i d y  o n  f e r t i l i z e r  b y .  g o v e r n m e n t .  C o n s i d e r i n g  t h e  f a c t  t h a t  m o s t  
o t h e r  i n p u t s ,  s u c h  a s  p e s t i c i d e s  a n q  f a r m  e q u i p m e n t / i m p l e m e n t s  a r e  n o  l o n g e r  
s u b s i d i z e d ,  t h e  h y p o t h e s i s  x : ·  t h a t  t h e  h i g h  i n p u t  p r i c e  o c c a s i o n e d  b y  t h e  
d e p r e c i a t i o n  o f  t h e  n a i r a  e x c h a n g e  r a t e  h a s  b e e n  c o n f i r m e d  b y  t h e  r e s u l t s  o b t a i n e d  
f o r  f e r t i l i z e r ,  i t  b e i n g  t 1 1 e . ·  o n l y  i n p u t  s t i l l  r e c e i v i n g  · a  l e v e l  o f  s u b s i d y  f r o m  
g o v e r n m e n t .  .  
T h e  v o l u m e  o f  c r e d i t  v a r i a b l e  c o e f f i c i e n t  w a s  a l s o  p o s i t i v e  a n d  h i g h l y  
s i g n i f i c a n t ,  c o n f i r m i n g  t h a t  a n  i n c r e a S e d  v o l u m e  o f  c r e d i t  w l l l  r e s u l t  i n  a n  
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;r.~reased p dutUon ot export crops That rainfall, exchange rate, fertilizer price 
an.d volume Df credit u- ftktents rr'ed th l:Orrect sigJlS ptiur to and during 
SAP and ere high y ignih dnt m xplaining ' ort crop production. Equatiof1S 
(3) and (8) imply that th~se explanatory variables were well chosen. · 
From the foregoing, it can be seen that t timula e mcrease<.i export volumes, 
there is a need to remove the o a I t increa"' production first, as domestic 
demand. wtll have to })e tis usl e the export market, particularly as 
there is increasing local demand for agricultural export crops. Therefore, policy 
measures to ensure a realistic exchange rate, increase the volume of credit to the 
agricultural sector, and. reduce prices of farm inputs need to be emphasized to 
stimulate increased production of agricultural export crops and, therefore, export 
volumes, in order to achieve the objective of increased non-oil eximrt earnings. 
Secondly, there is the need to create an enabling environment, which should 
encompass political stability as well .as corlSistent macroeconomic and 
coffil)lementacy sectoral policies to stimulate the private sector to invest in 
increased processing of agricultW:al commodities at qualities dble to surmount the ~ 
international barriers, presentiri world markets. h:J ~ ~.....r "l ""'--'' ~ e>..c/ 
SpeCifically, InCentives such as the credit schemes of the Nigerian Exportl'·"'~( 
Import · Bank (NEXJ¥)~ · .. the National Economic Reconstruction :F\md· 
(NERFUND)~ . and the . .Small · and MecUum Scale Enter;prises and Agricuitural · 
Credit Guar:antee Schemes should be easily acceSsible to private entrepreneurs , 
WQO can produce good quality export products with attractive packaging. v-4,.u 
?overnment, ~n the other · hand; should. interlSify efforts. at _providing basic~~ 
infra~cture m the areas of tranSportation, telecommuntcatiof1S, water and ~J 
electricity to cut costs of production and enhance the profit margiflS of investors ~ 
in the sector. Finally .government, through the Nigeria Export Promotion Council, ~..KG._ 
should continue to explore new export markets an.!i products so as to expand the 6; . ' . '"'Y 
export base, while removing such disincentives aS dunbersome export procedures a:.._~ 
and.excessive export levies. These would go a long way to revitalize the export ~..4-
crop sub-sector of the Nigerian agricultural economy. ~ 
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